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AMEMBASSY MEXICO IMMEDIATE 

CONFIDENTIAL STATE 033710 

E.O. 11652: GDS 
TAGS: ETRD, BR 

SUBJECT: BRAZILIAN NOTE ON SHOES 

MEXICO FOR KUBISCH, WEINTRAUB AND HENNESSY 

1. CHARGE DINIZ CALLED ON DEPUTY ASSISTANT SECRETARY 
RENNER FEBRUARY 19 TO PRESENT BRAZILIAN NOTE ON COUNTER- 
VAILING COMPLAINT AGAINST BRAZILIAN SHOES. NOTE REITER- 
ATED THAT COUNTERVAILING DUTIES ARE NOT REPEAT NOT JUSTI 
FIED BECAUSE (A) BRAZILIAN SUBSIDIES CONFORM TO GATT, (B) 

GATT REQUIRES DETERMINATION OF INJURY TO DOMESTIC INDUSTRY 
BEFORE IMPOSITION OF DUTIES, AND (C) IMPORTS FROM BRAZIL 
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REPRESENT ONLY SMALL PART OF TOTAL IMPORTS AND ARE EXPAND- 
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ING BY REPLACING OTHER IMPORTS, NOT DOMESTIC PRODUCTION. 
NOTE ALSO EXPRESSED GOB CONCERN AT ANY RESTRICTION OF 
MARKET ACCESS BUT STATED WILLINGNESS TO DISCUSS SUBSIDIES 
WITHIN GATT MULTILATERAL TRADE NEGOTIATIONS. FULL 
TEXT OF NOTE BEING POUCHED. 

2. AFTER CHARGE PRESENTED ARGUMENTS CONTAINED IN NOTE, 
RENNER POINTED OUT THAT USG MUST BE GOVERNED BY U.S. LEGIS- 
LATION WHICH REQUIRES THAT WHERE THERE IS A BOUNTY OR GRANT 
ON PRODUCTS IMPORTED INTO THE UNITED STATES A COUNTERVAIL- 
ING DUTY MUST BE IMPOSED, AND WHICH, SINCE IT ANTEDATES 
GATT, IS COVERED BY THE PROTOCOL OF PROVISIONAL APPLICATION. 

DISCUSSIONS WITHIN GATT OF SPECIFIC COMPLAINTS, SUCH AS 
THAT AGAINST BRAZIL, WOULD NOT REPEAT NOT BE PRODUCTIVE OR 
HELPFUL IN RESOLVING THE ISSUES RELATED TO THOSE COM 
PLAINTS. HE AGAIN STRONGLY URGED GOB TO ENTER INTO TECH 
NICAL DISCUSSIONS, ALTHOUGH REALIZING DIFFICULTIES THAT 
TRANSITION TO NEW ADMINISTRATION POSES FOR GOB. RENNER 
ALSO NOTED THAT EXCHANGE OF INFORMATION ABOUT NATURE OF 
BRAZILIAN SUBSIDIES MIGHT ASSIST NEW ADMINISTRATION IN 
DECIDING WHETHER IT MIGHT WANT TO CHANGE ANY OF ITS 
PROGRAMS. TECHNICAL DISCUSSIONS WOULD ALSO BE HELPFUL 
TO GOB, SINCE TREASURY MUST EVENTUALLY MAKE DETERMINATION 
ON COMPLAINT, ON BASIS OF INCOMPLETE OR POSSIBLY BIASED 
INFORMATION PROVIDED BY U.S. INDUSTRY IF NO OTHER INFORMA- 
TION AVAILABLE. WITHOUT SPECIFYING ANY TIMETABLE RENNER 
WARNED CHARGE THAT SINCE WE HAVE THUS FAR BEEN UNABLE TO 
OBTAIN BRAZILIAN AGREEMENT TO DISCUSS FACTS OF CASE, WE 
WILL HAVE TO PROCEED TO THE NEXT STAGE IN VERY NEAR 
FUTURE. RUSH 
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